ANNUAL 
REPORT 
1973 


FINLAYSON EN EPERPRISES 2107 


FON LAY SON BRON; DP ERE Reies tess |B A ied DY 


DIRECTORS 


G. A. Boppy 
F. B. Brooxs-Hitit 
R. W. FINLAYSON 
R. H. Hoppe 
D. A. McINTOosH, Q.c. 


H. SUTHERLAND, Q.C. 


R. G. WILSON 

OFFICERS 
President - - - - - - = - - - - - - - - - - = -  R.W. Fintayson 
Vice-President - - - - - - - - - - - --- - - - - - - G.A. Boppy 
Vice-President - - - - - - - - = = = = = = - = = - R.G. Wison 
Secretary - - - - - - - = = = = - - = = = = = -H, SUTHERLAND, Q.C. 


T easter’ a em: Cee meh ae es a ee ae ee eee 


REGISTRAR AND TRANSFER AGENT 


CANADA PERMANENT TRUST COMPANY 


TORONTO, ONTARIO WINNIPEG, MANITOBA 


BANKERS 


Tue BANK oF Nova SCOTIA 


TORONTO, ONTARIO 


J. C. LoONGwortH 


To the Shareholders of 


mene iney sO NE N DEK PRIS ES» LED. 


Your Company’s largest subsidiary, Beauty Industries Limited, continued to make progress during the year 1973 
with record sales and profits. The Griffiths-Kerr division also had peak sales and profits. The agreement which 


Beauty Industries entered into to purchase the land and buildings occupied by this unit in Hamilton was cancelled. 


As pointed out in previous comments made to the shareholders, the loss of a major account seriously affected the 
sales and profits of the Wood subsidiary. Despite the acquisition of two fragrance accounts, this subsidiary operated 
at a loss in the year 1973, as contrasted to a substantial profit in the previous year. The acquisition by Wood of the 
shares of Natrop Limited, a Canadian company in the cosmetic field, added to the total sales, but this division also 


operated at a loss. 


You will note that total inventories have risen substantially. This is in part due to price increases from a number of 
our suppliers and in part to the necessity of ordering ahead because of shortages caused by the energy crisis. During 
1973 Shareholders’ equity was reduced by $81,429 due to the write-off of goodwill in the Natrop subsidiary. 


However the working capital ratio at the end of the year shows little change. 


Because of general inflationary trends and much higher operating costs, substantial increases have occurred in the 
selling prices of the products manufactured by Beauty and those sold by Griffiths-Kerr. In addition the cost of 
borrowed money has become a major factor. In spite of these adverse trends both Beauty and Griffiths-Kerr should 
produce satisfactory results in the year 1974. In the fragrance and cosmetic subsidiaries, we have noticed a lessened 
demand in the first few months of 1974. We do not anticipate that these divisions will add substantially to the 


profits of the Company in 1974. In the first half of this year, when sales are seasonally lower, losses are expected. 


Due to the competitive situation and unsettled conditions, it is too early to accurately forecast results for the year 


1974. However despite a poor first quarter, the Company is budgeting for increased total profits in 1974. 


R. W. FINLAYSON 
President 


March 29, 1974 
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AND SUBSIDL 


Consolidated Balance She 


ASSETS 
1973 1972 
CURRENT 
CO) Pee nn eRe earn RT reas NOS Ann anya ar anual NS Rees Gey hie deten cee & $ 39,048 $ 27,689 
Short term deposit receipts 3 sjercs 00S a acc viats sicleals we dione diets aie ciel Misa estate aenGiers em ieiats ~ 50,000 
Investment int income debenture; at costa... soca ces ae eee eee ae ee le ne oa eee 750,000 1,000,000 
Marketable securities; aticostanice anne cone of ora ia ere eae ates ee eo oe — 13,257 
Accounts receivable js jcc oisie as bance Gonos Oaths SI eGo TO Ge OTe ee ee 1,101,518 1,146,279 
Merchandise inventories, at lower of cost and net realizable value. ............ 0.000 eeceeeeeees 1,330,623 993,547 
Mortgage receivable 89s) yeahs ater oo les sncnee erate ee Oesoecieroe erates oe e Poee —— 10,927 
Prepaid: expenses )aiti0 bcs Geass ct sinee elie. RR eae ole are eee 48,333 30,847 
TOTAL CORRENT ASSETS is 350.5 <o.csro.o ow lecslhe & oheei the we ne Rrra Serene oe ne eer 3,269,522 3,272,546 
FIXED 
Equipment, automotive equipment and leasehold improvements, at cost. ............00eeeee eee 514,764 453,228 
Less accumulated depreciation(|...07 5 aa..<1e oie sie Seer oe ote ete eee 373,741 334,773 
TOTAL PIsEp ASSETS nes 5. coon eines 2k See os eee eee cree oe ee ee eee 141,023 118,455 
OTHER 
Cash value of lifensurance' policies ite ere eee ee eee $2,442 49,365 - 


Approved on behalf of the Board: 
R. W. Finrayson, Director 
G. A. Boppy, Director 
$3,462,987 $3,440,366 


AUDITORS’ REPORT 
To the Shareholders 
FINLAYSON ENTERPRISES LTD. 


We have examined the Consolidated Balance Sheet of Finlayson Enterprises Ltd. and Subsidiary Companies as at 31 December 1973 and the 
Consolidated Statements of Earned Surplus, Profit and Loss and Source and Application of Funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting records and other supporting evidence as we considered 


necessary in the circumstances. 


In our opinion, these Consolidated Financial Statements present fairly the financial position of the Companies as at 31 December 1973 and the 
results of their operations and the source and application of their funds for the year then ended, in accordance with generally accepted accounting 


principles applied on a basis consistent with that of the preceding year. 


TORONTO, ONTARIO, 22 March 1974 DuNwoopy & COMPANY 
Chartered Accountants 
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COMPANIES 


Meeat 31 December 1073 
LIABILITIES 


CURRENT 
Berea Cea HOSS et gan wars othe sa cs aes Manta anata vate wa ate Sen ee On Ua tas vee aie 
meme ay able aid acctiled. Cuarees (ec dc te Sree he Nae eae et eed Mee here doses oes 
Rear NON EO Lakes. sc. eee at, Ke hon soca a mime ae ceisid Neen ee pee 
inca poeomor long tern debt, utes sitstus seine oo a avew uae eniys See Sou cane bao Ua soe 
PRO ERE CURRENT LVABIEITIES (6c 29 cscs ane eas. oy ese n'y etl eee sat kee we ee tee one 


POOR NMED OCC 2 Tein oe laiecis eine nbc ee DATS coe oD ROE A aie a eee DEMIR ee ee 


SHAREHOLDERS’ EQUITY 
SHARE CAPITAL 
Authorized 


2,384,392 6°% cumulative preferred shares of par value $1 each, 
redeemable at the amount paid up thereon 


116,133 Common shares of no par value 
Issued and fully paid 
Soy Oo jin Pret Chred Silares’s te 0 mrs nc s Gia ci renee eae Sind Ae cay ee aod SNS one era ee ees 


PS Ee COMI TOM SHATES ye tere Sealed po a aaa ard 2 Saeco ates nee erent dels ara etn on ass 


FAITE DUS WURDE LIS Me eho esa PN Cs are ir felt MORI g CO cictere Sra ES ca eens ersim foresees: orn inva eens 


SROTAT SHAREHOLDERS /BOUILY oc cic o.cits cee ee oe rare Sie pe ee bia w/e Ses 


BALANCE, BEGINNING OF YEAR. 2.0005 cc2ce cere teense ne ceerrn sere n scree eeseccensees 
: Net profit for years. ..c. cee sees ence cee e ed cee ten eneedeneccncaeeene nese sstecenerenrestreens 


Cash dividends paid during the year 
pete rece si nkes te tee Ne ee on eras SE aro alcre orieiss Sale ese ois eke ee wn scenes 
GeeMTTNN OM SHALES 208 5 sock tae eon cs Se it ie SIRS vie reine Malate ON ers asia Page ele eel ge OR eraees 
Excess of cost of shares of subsidiary over tangible book value—written off......-...+-++.-+05. 


BAAN LENO OP YEARS cocci ers sar on ek eyrais s eeicle ow 5.4 elvis Whe «tee sin slasran in ecie « ee tigial eis 


1973 


$ 615,857 


803,496 
82,661 


63,000 


1,565,014 


124,500 


1,689,514 


855,987 
281,671 


1,137,658 


635,815 


1,773,473 


$3,462,987 


1973 

$ 648,273 
143,675 
791,948 


$1,359 
235345 
81,429 
156,133 

$ 635,815 


1972 


$ 410,682 
919,352 
84,401 
60,000 
1,474,435 
180,000 


1,654,435 


855,987 
281,671 
1,137,658 
648,273 
1,785,931 


$3,440,366 


Consolidated Statement of Earned Surplus for the Year Ended 31 December 1973 


1972 
$505,899 


215,517 
721,416 


49,798 
23,345 
735143 
$ 648,273 


FIN UL AJY2S*O"UN": CEBNG TD EUR CeR Sere gig oe 
AND SUBSIDIARY COMPANIES 


Consolidated Statement of Profit and Loss for the Year Ended 31 December 1973 


1973 1972 


SALES (net), note 3 ws; Sacteleacdam gear alan sora atte ssn or istaee ast g alae renters orale tee ete tates Ae $5,690,841 $5,899,264 
Profit on operations for the year, before accounting for the undernoted items.................45. 264,698 354,981 
Add: Income from: investments: 5,1 ec ata eee do oe cad Rema eC ote Crea eee et oes 43,784 $1,472 
308,482 406,453 

Less: Interest on indebtedness not initially maturing within one year............0..0e eee eee ees 16,453 19,343 
Provision tor depreciation and amortization of fixed assets. s.5:.0.5. sae seco = sem te tees 39,603 38,227 
56,056 $7,570 

PROFIT FOR YEAR, betore: provision for. mconietaxcs..- 7 ewes noe ee Pen ere 252,426 348,883 
Provision for 1iCOMme CAKES: 4s 55.5 ence wtrcios «oie aaa ee Se a aeve eee Re earned tee 108,751 133,366 
NET PROFIT FOR-YEAR, note Goose eee $ 143,675 $ 215,517 


Consolidated Statement of Source and Application of Funds 
for the Year Ended 31 December 1973 


SOURCE OF FUNDS 


Operations 
Net: prOne for. yeat css t oo fx saith ab ee ante: ener een ie eee ee ae eee $ 143,675 $ 215,517 
Depreciation and amortization, items not requiring an outlay of funds................... 39,603 38,227 
FunDS OBTAINED. FROM OPERATIONS 274 ois clasp s cee rare a eee Ree oi ecres oee 183,278 253,744 
Procéeds on disposal of fixed assetsa. 2. setsins atta alent ee eae es eee 6,925 20,354 
Long term debt assumed on acquisition ‘ofsubsidtary <0... jesse ee es ee 6,250 —~ 
TOTAL FUNDS OBTAINED: ote eee 196,453 283,008 


APPLICATION OF FUNDS 


Acquisition of fixed assets’: 23 an.05- oe nee eee eee tae eee ee aes a ae ts ee ep 69,096 $3,418 
Increase im cash: value of lite insurance policies... er tees oe eet eee see ere 3,077 3,543 
Acquisition of intangibles on purchase of shares of subsidiary. .............0e sees cence eee eee 81,429 _ 
Repayment ow lone term aebtys'.2c008s «eeu nis He eee eure Coe aoe ote eee 61,750 60,000 
Redemption of prefertedisharess < veijlers are gia ele esigee sitar cay. re ene ae eee — 155,634 
Dividends paidcturing year = preferred shares... 2% A.05).05 -0.5 4 cic eae eb nleehe tae eee ee $1,359 49,798 
=-COMUNON SHALCS oo cchs as sk ase oo oe te Sen ee eee 23,345 23,345 
TOTAL-RUNDS APPUABDD scoot ajar oisrene Se wane aa Cie anatharereon erate a otal creel erat ne eae 290,056 345,738 
DECREASE IN CONSOLIDATED AV ORKING CAPITAL joys cen acces crete hee eee 93,603 62,640 
Consolidated workine capitals bepinning of yearsa.:. ss obsess eee ean ee eee 1,798,1II 1,860,751 
CONSOLIDATED WORKING CAPITAL END OF YEARS. 5.0 fees eee $1,704,508 $1,798,111 


PR 


POP bey so2@pNe EeiINeE BOR! PORE EOS RS sb TD: 


AND SUBSIDIARY COMPANIES 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
31 December 1973 


PRINCIPLES OF CONSOLIDATION 


The consolidated financial statements include the accounts of all subsidiary companies each of which is wholly-owned. During the year one 
subsidiary engaged in the manufacture of cosmetics was acquired and the Consolidated Statement of Profit and Loss includes the results of 
operations of this subsidiary from the date of acquisition, 30 May 1973. 


Lone TERM DEBT 


1973 1972 
PL mee CLITE CHOC DELICLIT C neemecorenra Cac te teeter iste choc areisrereci ae isnt ia rereeaiteeieh a elas © itis trata tsi via bce clsveucias cee ree $180,000 $240,000 
Endustrial) evelopment ban kl Oa anys sects ery wie e etarere a craveretolscerstan sate. nal Eciey ones tere shale coe & OTE EO IAS 7,500 _ 
187,500 240,000 
CETTE G OLA 8 OSA Sy RESO ean OG CO OC. OORT IIS O ieee oS on le LEP en OAC tears Rte aay erm Ed ne Ae ese 63,000 60,000 


$124,500 $180,000 
The 7% unsecured debenture is repayable in equal amounts on the 8th of August in each of the years 1974 to 1976 inclusive. The debenture 
is held by a Director of the Company. 


The Industrial Development Bank loan is secured by a specific charge on certain equipment and fixtures of a subsidiary as well as a first floating 
charge on the remainder of the subsidiary’s assets. The loan is repayable in monthly instalments of $250 plus interest at the rate of 9% per annum. 


CLASSES OF BUSINESS 


As required by the Canada Corporations Act the Directors are of the opinion that the proportion of sales from the different classes of business 
is as follows: 


1973 1972 
OMicerxct: LS MMRME Peter aicc eda eie ee rein chev cara ovey cue cee ake erates is chert Sita Seo shejodeiagine a BRRAGH clayalonslciee Auten diate ayaiepnnersr neler $4,597,819 $3,481,560 
Clos nnetraaivays A Won fetta eG an adic Gn aaoaer to cari oca EEE irrt one cca Ch eeSar er omne Het rommcre oman eae orc 1,093,022 2,395,634 
CEASE oes Bis euietch ENS OF Se RE eC OP ee Se OO Cee ome ns SU eR A are meee — 22,070 


$5,690,841 $5,899,264 


REMUNERATION OF DIRECTORS AND OFFICERS 

As defined in the Canada Corporations Act the aggregate remuneration of the seven Directors of the Company as Directors amounted to 
$2,000 (1972 — $2,000) ; the aggregate remuneration of the five Officers of the Company as Officers amounted to $94,875 (1972—five—$88,292) 
and one of the Directors and Officers received $14,875 (1972 $36,333) from a subsidiary company as an Officer of that Company. Four of the 
Officers of the Company are also Directors. 

As defined in The Securities Act (Manitoba) the aggregate direct remuneration paid or payable to directors and senior officers amounted to 
$280,279 (1972 $214,843). 


Losses CARRY FORWARD 


Losses for taxation purposes of approximately $125,000 are available in certain of the group companies for application against future years’ 
profits of which approximately $92,000 expire in 1977 and the remainder in 1978. 


EARNINGS PER COMMON SHARE 
1973 1972 


Baramigs Ser COMMON SHALE aj). oia's + = oes fie 0 itis vo 40's Wiel ta a.m meio e-ele ele ain inlaieleielela © lerarsin,zinsielo.e Sin a s.8/\5 ¢5/olele'ers + 0. ¢ $1.19 $2.04 


Losses carried forward and depreciation timing differences had the effect of increasing earnings per common share in 1972 by $.28. 


FOREIGN EXCHANGE 


Liabilities in foreign currencies are converted at the rates of exchange in effect as at 31 December 1973. 


CONTINGENT LIABILITY 

Certain of the group companies are appealing from a decision of the Tax Review Board upholding income tax re-assessments totalling 
approximately $168,000 for the years 1966 to 1968. No provision has been made in the accounts for these re-assessments as it is the opinion of 
counsel that the Company should probably be successful in having the re-assessments set aside. 


UNFUNDED PENSION BENEFITS 


The Company’s liability under its employee pension plan for unfunded past service and experience rating deficiency amounted to approximately 
$44,000 which is required to be funded in equal annual instalments of approximately $5,600 over the next three years and $3,900 over the 
subsequent seven years. 


